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All business entities are faced with the necessity to deal with uncertainty and react to 
the challenges occurring in the market environment. For the successful functioning under 
modern market situation, a cost management system at enterprises is to be established, new 
measures and areas of costs optimization must be applied. Cost management is a system of 
purposeful influence on the composition, structure and behavior of costs and their 
determinants at all stages of costs’ formation and distribution, based on the use of objective 
economic laws and management functions with the aim to increase the enterprise’s efficiency 
by costs optimization, ensuring its competitiveness in the market, achievement of strategic 
goals and objectives of its development [1].  Directions for enterprise costs optimization are 
identified as follows [2; 3; 4]: automation and mechanization of production processes; 
introduction of innovative technologies; rationalization of the organizational structure; 
improvement of the enterprise’s management; reduction of selling, administrative and general 
costs; introduction of resource-saving, wasteless technologies; diversification of production; 
elimination of unproductive costs and losses, studying the causes of defects occurrence; strict 
adherence to technological discipline; proper investment management; optimization of labour 
costs; construction of an effective system of personnel motivation; constant training of 
employees; improvement of the procurement process; organization of the logistics 
department; implementation of the value chain concept; improvement of pricing policy and 
financial mechanism; application of lean philosophy: creating value for which customers are 
ready to pay etc. Among the most widely-used cost management and optimization methods 
the following ones are identified [2; 4]: functional-cost analysis; target-costing; kaizen-
costing, standard-costing; just-in-time; АВС-analysis; XYZ-analysis; Life Cycle Costing, 
outsourcing, budgeting, economic value added, lean thinking etc.  
A properly implemented cost management will provide an active and systematic search 
for costs reduction opportunities, ensure the enterprise’s successful development and increase 
its competitiveness. 
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